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Belote the
Federal Communications Commission RECEIVED
Washington, DC 20554 AUG 2 6 2003

FEDERAL COMMUMICATIONS COMMISSION
OFFICE OF THE SECRETARY

In1c apphcaton ot

WORLDCOM [INC |, und s Subsidianies as
DEBTOR IN POSSESSION
Transleron

AND WC Docket 02-215

MCL INC | and 1ts Subsidianes
Transterce

For consent Lo tdanster ol control of licenses and
authotizatons held by WorldCom 1n bankruptcy

To The Commission

REPLY TO “COMMENTS” TO PETITION TO DENY

Margaret F Snyder, by her attorneys, hereby rephes to WorldCom, Inc ’s so
catled “Comments™ to her timely tiled petiion to deny the ubove referenced applications
lo1 transter of control of WorldCom's licenses, authorizations and certifications

CHARACTER MATTERS
In1ts “Comments” WorldCom takes the position that “investigating such vague

concepts as a carrer’s ‘character” would unnecessarly comphicate the licensin
|

P WorldCom meatiectly sty les s penion as - Reply Comments of WarldCom, Ine in Suppaort ot
Apphaauons ™ WarldCom's " Comments” should be distegarded. and the allegauons made in Mrs
suyder’s pention aceepted as unopposed - WorldCom liled - Comments™ apparently in hopes ol avoiding d
respease hom Mrs Snyder Under Section [ 939(1) and | 45 of the Rules, WorldCom had an opportunity
o ble within 10 days an opposition o Snyder’s nmely-filed peunon w deny  Had WoildCom so elected,
WaorldCom was 1equned Lo serve a copy ot the opposition on Snyder’s counsel (See Section | 939¢¢) of the
Rules ) Instead. WorldCom posted 1ts “Comments’ 1o the Commission’s Hectrome Comment Filing
System, but did not seeve a copy on Mis Snyder’s counsel WorldCom, theretore, fuled imely to respond
lo Mrs Snyder’s petinon. and violated FCC 1ules i tarhing to serve a copy of s “Comments” on Mrs
Sayder s counsel Funther, WorldCom tunied 1o suppoit the lactual assertions i its “Comments™ with an
athdavit ol a persen with personal hnowledge of the maters asserted {See Secnon | 939(1) ot the Rules }
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pTQC@Sb’” In light of WorldCom's civil fraud conviction and the crimimal convigctions or
indictments of 1ts top olficers und managers, the lust thing WorldCom wants 1s an
mvesugation mto its character qualifications However, WorldCom should not be
compounding its problems by making statements to the Commussion that lack candor In
a dittuse wrgument, WorldCom claims that character quahhcations, especially as set forth
i the FCC's Characier Policy Starement.” do not apply to common cartiers Nothing
could be further from the truth

There 1s nothing vague about the Commussion’s policy on character qualifications
as 1L applics to common cairiers In NYNEX Corporanon and Bell Atlantic Corporation
For Consenr io Transfer Connrol of NYNEX Corporanion and Its Subsidiaries, 12 FCC
Red 19985, 20002 (1997) ("Bell Attaniic =NYNEX Qrder”) the Commission
unequivocally stated “The relevant Commuission policy statements indicate that in
deciding charactler issucs, the Commission will consider adjudicated non-FCC
misconduct that includes (a) all felomes. (b) fraudulent representations to government
units, and (¢) violatons of antibiust o other Taws protecting compention ” The
Commission has consistently apphied this standard 1o Section 214 common carrers as
well as other common carriers. meluding two-way radio, satellite and celiular/PCS

.
[tcensees

"WorldCom Comments™ atp [
Y Characier Policy Starement, [193-971200-03. mndificd. 5 1-CC Red 3252 (1990}, recon granted in
part, 6 FCC Red 3448 (1991), modified nr pare. 7 FCC Red 65064, 6560 {1992)
T WorldCom™s " Comments” are not supported by a declarauon of an ofticer of the company as requrred by
Section 1 93901 However, since the document was prepared by WorldCom employees the FCC can
assume that these statements were teviewed by management and that management was aware that they
were talse or lacked candor

Sce.e 2. fn the Maner of Applications of Consent to the Transfer of Conrrol of Licenses and
Seenon 2H Anthoricanons from, Southein New England Teleconummications Corporation To SBC
Commupnications, tne 13 FCC Red 21292, 21305 (1998) (SBC-SNET Order), In the Matter of
Applicanon of bchoStar Conmumecanons Canporanon General Motors Corporation, and Hughes
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Despite WorldCom's dismgenuous protestation to the contrary, the FCC has a
wcell-estublished policy concerning common carner non-FCC misconduct  Likewise
there can be no doubt thal the FCC has the power to revoke a common carrier’s
authornizations for FCC related misrepresentations  See, e g, I re Business Options,

Inc . Ovder 10 Show Cause aned Notice of Opportuniy for Hearimg, 18 FCC Red 6881
(2003) "BO{f Hearmg Ovder”™) BOIL1s a common carrier subject to Title [ of the
Communications Act, with blanket authonty to operate domestic common carrier
facihines under Secuon 214 ol the Act In the BOI Hearing Order, the Commission
soughl 1o revoke BODs operating authority because “BOI enguged n a pervasive pattern
ol misrepiesentations ot lack of candor to the Commussion as well as violations of the
Commission’s rules regarding sluinnung. discontinuance of service and carier
registration 7 I the BOI Hearmg Order, the Commmussion stated what has always been
its policy  “The duty of absolute truth and candor s a fundamental requirement lor those
appearing before the Commussion  Our decisions rely heavily on the completencss and
accuracy of parties’ submussions because we do not have the resources Lo venfy every
representutton made n the thousands of pages submiticd to us each day.”’

Simply stated, character matters  The Commussion may disqualify an apphicant

who deliberately makes mistepresentations or demonstrates a lack candor with the FCC.

Electionios Corporanon and 1ohioStes Commnne ations Corporanon, 17 FCC Red 20559 (2002), {u

Re Apphcation of THE&E Overseas dne For Suthorne to Comirucr a Two-Way Paguig Factliy i the
Pubiie fand Mobie Badio Scrvn e 4 1-:00 Rod 3774 (1889, James A Kay. I 17 FCC Red 1834
C2002), dure Apphication of Newcs Nateschiowiez, Fora Consiuction Pernit to Establish a New
Cethdar Systenr, STCC Red 7131 (Com Car Bur 1990) {The Commission’s general policy of not
mquininy 0o alleged comminal conduct in the absence of a convictton 1s not a bar  ainquiry into the
apphicant’s possible mvolvement in haud )

“ BOI Hearving Order, at p 6893

- BO! Heanmg Order.at p 6887, citing Swan Creek Commuucanons v FCC, 39 F 3d 1217, 1222 (D C
Cie 1994), RKO General, Inc v FCC 670F 24 215,232(DC Cn 1981) cert dented, 456 US 927 und
5705 1190198



The FCC may also disquality an applicant, whether a broadcaster or a common carmer,
that has commitied fraud o1 has been convicted ot a felony  In this case WorldCom has
engaged in both FCC related misconduct and relevant non-FCC misconduct.

The cuse of Contemporary Media, Inc v FCC. 214 F 3d 187 (D C Cir 2000) 15
mstructive  In Conteniparary Media the Court upheld the revocauon of Contemporary
Media's and other allilrated companies heenses alter 1s president was convicted of
twelve lelony counts and the heensees had made materal misrepresentations to the FCC
Like WorldCom’s key otticers, Contemporury Media’s president was convicted of
numerous [clony counts  Specifically, he was convicted of eight felony counts of sexual
assault on indinviduals between fourteen and sixteen years of age, and four felony counts
of forcible sodomy of individuals under fourtcen years of age Unlike WorldCom’s
fraud, these convictions were not related to the operations of the FCC licenses and
authonzanons The FCC ordered an evidentiary hearing i which the licensces were
ordered to show cause why therr heenses should not be revoked  The central 1ssues at the
hearing were (1) the effect ol the [elony convictions on the basic qualifications of the
licensees. and (2) whether the hicensees had made mistrepresentations to the FCC  The
Court confirmed the Commission’s Iinding that revocation was appropnate due to the
egrcgrous nature of the misconduct and Lo the misrepresentations made by the licensees
in therr reports to the Commission

The Court reasoned thal 1t was “hardly nrattonal to conclude that 31 an indrvidual
rs unwilling 1o obey the faw with respect to such patently criminal behavior as sexual

assault on children, he will be equally unwilling to obey FCC rules that require openness



-

and honesty with the Commission ™ This conclusion 1s certamnly borne out in the case of
WorldCom  Not only did WorldCom make traudulent statement o the Secunties and
Exchange Commussion ("SEC”). but also, to cover up its misdeeds, 1t repeatedly made
material misrepresentations to the FCC - In 1ts “Comments” WorldCom refers to 1ts
fraudulent filings and matenal misrepresentations to the FCC as mere “inaccuracies” in
the data 1t submitted ? Mis Snyder submits that tus statement alone constitutes a
sulficient basis for the revocation ol WorldCom’s licenses and authorizations
WorldCom admitted to the SEC that what 1t now calls “maccuracies,” were, 1n fact,
fraudulent nusrepresentations knowingly made (o the SEC  These same fraudulent
misiepresentations m data caused tens of thousands of sharcholders, like Mrs Snyder, to
lose their imvestments
In Contemporary Media, the Court also considered mitigating factors in favor of

the licensees ' Al hearing, thec Commussion provided Contemporary Media with a full
opportunity to present any mitigattng factors  Of relevance to this pleading 1s the tactor
dealing with the partcipaton ol munagement  On this 1ssue the Court found:

Nor was Rice a minor player in management, he was the

president ol all of the licensees and sat on the board of

directors ol each  And while the other corporate managers

did not paructpute in the sexual assaults for which Rice was

convicted, they did participate 1n other serious

mlscondlLllcr: namely, intentional misrepresentations to the

FCC .

WorldCom’s misconduct and intentional misrepresentations occurred with the full

knowledge and approval of 1ts top managers and accountants. Beyond the top Managers,

“d atp 193

" WoildCom “Comments” pp 12-13

" Sce, Characrer Policy Statemens, 5 1FCC Red 3252 (1990)  Mitgating factors aie generally developed
e aheanng, which WorldCom clanms it does not want



the knowledge ol and participation m the fraud spicad deep into the workings of the
company In her Peution to Deny Mis Snyder quoted the Special Investigative
Committee of the Board of Ditectors of WorldCom  That quote 18 repeated again herein

Numerous imdividuals — most of them 1n financial and

accounting departments, at many levels of the Company

and i ditferent locanons around the world - became aware

n varymg degiees of senior management’s misconduct

Hud one o1 moice ol these individuals come forward earlicr

and rarsed then complaints with Human Resources, Internal

Audin, the Law and Public Policy Department, Anderson,

the Audit Commnuttee, individual Directors and/or federal or

stute governmenl regulators, perhaps the fraud would not

huve gonec on for so long Why didn’t they?
The fraud committed and the matenial misieprescntations made were not the work of an
isolated group of individuals  Top management orchestrated 1t, WorldCom’s employees
knowingly and willing carried 1t out - Such a company does not deserve to remain an
[FCC licensee

THE NEED FOR A HEARING
Section 214(a) of the Communications Act provides that no common carner shall

acquire any lme “unless und unul there shall first have been obtained (rom the
Commussion a certilicate that the present on future public conventence and necessity
require 01 will require” the operation of the line. Section 214(c) gives the Commussion
the “power 10 1ssue such cernficate as applied lor |or] to refuse to 1ssue 1. Simularly.
Scction 210(d) of the Communicutions Act provides that no construction permit or station
license may be tansferred, assigned o disposed ol i any mannet except upon a finding

by the FCC that the “public interest, convenience and necessity will be served thereby.”

Among the factors that the Commussion considers in 1ts public interest inquiry ts whether

roa
Contemparary Media, atp 195



the applicant has the requisite “ciuzenship, character, financial, technical, and other

H

qualications 7' 1f the Commussion lacks sutficient evidence to find that the application
15 1n the public interest, then it must cither deny the application or designate 1t for
hearmng

WorldCom s both a Title 11 and a Title [LT common carmer  As such, any transter
must be consistent with the policies of the Communications Act, including its policies on
character qualifications  In seeking to avord scrutiny under the Commission’s character
qualtfication policy, WorldCom cliums that (1) such “vague concepts’™ as character
should not apply to common camiers and (2) the 1ssue of WorldCom’s fraud has already
been revicwed or 1s berng reviewed by the SEC or the Department of Justice (“DOJ”),
theictore there 15 no need for the Commuission to conduct its own mvestigation  Each of
these tssues s addressed seriatim

As has been discussed herein, a licensee’s responsibilities under the FCC’s
character policy statement are not a “vague concepts ”* In Contenmporary Media the
licensees also challenged the legiimacy ot the FCC’s character policy '* The Court
found no mernit o their clarms that the FCC's character pohicy was arbitrary and
capricious WorldCom’s clarm that character 1s a “vague concept” begs the question of
whether the new und improved WorldCom can be trusted as a Commussion licensee

WorldCom contends that after the accounung fraud was discovered the new WorldCom

100k “unprecedented™ measuics to adopt “stict ethical standards™ to ensure that

YOSBC-SNET Oreder. 13 FCC Red 2129721305 Accord. Bell Adantic ~=NYNEX Order. 12 FCC Red
19985 20002

A7 USC §530%e) Scee g tele-Media Corp v FCC, 097 F 2d 402, 409 (D C Car 1983},
Southwestern Operating Co v FCC 351 F 2d 834.835n2(DC Cn 1965), Sprint Corp , || FCC Red
1850, 1555 (19906

e ontemporars Media, at p 192-3



WorldCom “temains a good corporate citizen ™" Inats “Comments” however,
WorldCom simultancously claims that a hicensee’s responstbihity to be forthcoming and
truthful with the FCC 1s a “vague concept.” If WorldCom truly believes that the
responsibility to make accurate and truthtul disclosures to the Commuission and not
engage in fraudulent or crimunal behavior is a “vague concept” then, Mrs Snyder
respectiully submits that as a proma facre matter, WorldCom cannot be trusted or relied
on as a Commission hicensee

WorldCom also claims that a hearing 1s not necessary, because the accounting
fraud and criminal behavior of WorldCom and 1ts top managers “have already been

1% According to

reviewed or are 1n the process ol being reviewed, 1n other forums.
WorldCom. the SEC and the DOJ have “lully immvestigated these 1ssues.” Neither the
SEC. nor the DOJ, are responsible for determining an applicant’s quahfications to be an
FCC hcensce  That regulatory mission belongs to the FCC and the FCC alone. For the
Commussion to allow other agencies to determine the quahfications of a licensee would
be an improper delegation of 11s Congressional authonty 7

The Commission has no ecord befote 1t on which it can base a decision  Clearly,
WorldCom and 1ts employees have commutted civil and eninminal fraud, but the
underlying documentation demonstrauing the extent of the fraud and the 1dentities of all
the petsons involved have not been presented to the Commussion. For example, there 1s
no evidence in the record to support WorldCom’s claim that every person involved 1n the

fraud has been removed frome the company - On the contrary, the avarlable evidence

shows that there were “numerous” participants “at many levels” who participated 1n the

13 i LT d "
" WorldCom “Comments” p 4
" W ldCom “Comments” at p 12



fraud o s cover-up WorldCom admits that 1t did nol interview the highest-ranking
wrongdoers. so 1t does not know which ol 1ts employees were 1n tactinvolved  “See no
cvil” 18 not un ucceplable character standard before the FCC

Netther has WorldCom submuitted any evidence concerning its present character
qualifications or any mitigating factors 1t might wish the Commission to consider It has
not even submitied declarations under penalty vl penury, as required by the
Comnussion’s tules  In short, there has been no opportunity for the Commuission to
examine those who commitied the fraud or those who now claim they are operating
WorldCom bused on the “stnictest ethical standards.” A hearing would give WorldCom a
full and fair opportunity to present its case - After all the evidence has been mustered and
presented, the Commission, based on the record belore 1t, can decide whether WorldCom
15 quahtied to temain a Commission licensee.

CONCLUSION
For the reasons stated herem, Mrs, Snyder requests that the Commission destgnate

WorldCom's heenses and authorizations for hearing to determuine whether WorldCom

possess the necessary churacter quahifications to remain 4 Commission licensee.

Respect %

Arthur V. Belendiuk
Counsel to Margaret F. Snyder

Smuithwick & Belendiuk, P C

5028 Wisconsin Avenue, N W, # 301
Washington, D C 20016

(2023 363-H)30

August 26. 2003

""Sceee 47 USC §§ 214 and 309

9.



CERTIFICATE OF SERVICE

I. Sherry Lo Schunemann, do hereby cettfy that a copy of the toregoing “Petition
to Deny Transter of Licenses, Authonizations, and Certificauons of WorldCom, Inc.” was
maled by First Class U S Muil, postage prepard or via email, this 26th day of August,
2003, 1o the lollowing

Dennis W Guard. Esquire

L1323 Nneteenth Street. NW

Washmglon, D C 20036
Counsel tor WorldCom, In¢

Howard J Barr, Esquire
Womblc, Catlyle, Sundnidge & Rice, PLLC
1401 Eyc Sticer, N W | Seventh Floor
Washington, D C 20005
Counsel for Othice of Communication ol the
United Church of Chuast, Inc

Quulex International
Federal Communications Comimission
145 12" Street, S W
Washington, D C 20554
(Via emanl qualexint@aol.com)

David Kreeh, Esquire
Federal Communications Commission
Pohiey Division
International Bureau
445 12" Steel. S W, Room 7-A064
Washimeton, D C 20554

(Vizgemul David Kiech@fcc.gov)

EFrin McGrath, Esquire

Federal Communications Commission
Commerciul Wireless Division
Wireless Telecommunications Bureau
13512 Street. S W

Washimgton, D C 20554

(Viaematl Enn.Mcgrath@tec gov)



Jeflery Tobias, Esquire
Federal Communications Commission
Public Salety and Private Wireless Division
Wieless Telecommumications Bureau
445 12" Sucel. S W, Room 2-C§28
Washington, DC 20554

(Viaemat]l jtobias@fcc gov)
JoAnn Lucanmik, Esquire
Federal Communications Commission
Satellite Dhivision
Internatonal Burcau
345 12" Streel. S W, Room 6-A660
Washimgaton DC 20554

(Viaemarl foAnn. Lucamik @ice gov)

Christine Newcomb, Esquire
Federal Communications Commission
Competition policy Division
Witeline Compeution Bureau
445 12" Suect, S.W , Room 5-C360
Washington. DC 20554

(Via ematl enewcomb@tee gov)

Ann Bushmiller, Esquire
Federal Communications Commission
Transaction Team
Oflfice of General Counsel
455 12" Street, S W, Room 8-A83 1
Washington, DC 20554

(Vigemail Ann Bushmuller@ice.gov)

Wayne McKee
Federal Communications Commission
Engincernng Division
Media Bureau
445 12" Sueet, S W, Room 4-C737
Washington, DC 20554

(Viaemail Wayne Mckee@lce gov)
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